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Wm , 2002 wtt i 


W 

MffrUlN T tf 2 . ( 1 ) 

W 

W 

W 

W 


^ f^Pl-qrr ^ 

f^Pr-4^' ^ cT3> f$> 

$ 3PTCT 3T^RT H *t :- 

f 3Tfyf^W’ ^ 'MHdln JTf^fcT 

sjh ^ si^w, 

1992 ; 

‘^ 5 ^' % SRFfa i, 

i) *Tt 3Trq^T?r: *TT 3W^TO: 

3TR^ ?KT ^ ’TTERUTt % W4, 

' t K PfWT M^rH 4iWI I ; 

*T, 

ii) ftrcrar arterfi *it 

f&m, srterfl *ft 

t; 

Tf aifaPm 3$t «irt 2 

UF-WJ (1) % ISPIS 0*0 3 *WT 
T#q^^a#r^<rt; 

‘ftwf % mfa ^ 

Szrf^T STSim 3TcDT-3Tm ^T 
y|*lRJ Tff^ ^ cf=n4 

^zrf^RTzff m sptPt W ^it wt 
M*l ^T ^tf^FT ftPl^T 
^ Prc% 3FW: ^ 



[MPTIL—Tg^3(ii)] 


'TOT TFJTOT : 3TOT*TO*J 


3 


WTf^TSrRT:, 3TteK 3W1T, 
f^RFt 3»T% TfaR^TTf^FT ^ JT^^f 
srterd' 3m ^t 

f^ft 3T^r fH% ^r ^rf^rfcTcT ^ ; 

(S) ‘^Rft' 3 3ffaft*TO, 

1956 4 *rar wft 

(w) ‘ftkm’ arf^RTT, 

1956 ^ «nrr 2 sq-sro (13) 

4 w TTfM^r P£?i<*> stMf 

i; 

(®) Vfaitf’ 

(i) W 3WT fSl^T 4 ^pf 
3R4 ^TdT ^T FTFft 
ch4^t^T 

(ii) OTft ^T ^Tt 

^WcPB ft ^T 3 

d; 

(*T) '^T3Tt^' 3 ‘RRrffa jrfrPjfcr 

3tN f^m ^ (^Wt 

*#T ?WT 

sfPT ^ffa) *TFfe#F fosfa, 

1999 4 ^RTT 

f^q | J 

(FT) ‘^RRift’ $ omrffa ITf^frr #c 

WFPT (3TrR*T ^PTR ^T 

f^RR, 1992 % 
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RfRm 2 % ws (s) 3 m 

iR'mRd mvft sMri t; 

(sr) 3 srfaRm 

m 12 % 3T#T T$Z 

(z) ‘wurlV t sik 

Wm ^ Ofcrcf 
3Rfa 3jfc 3T%[^) RRl44, 
1997 % f^PT 2 % 34-ftRm 
(1) % iste (sr) 3 w qR’Hif^d 

3lRjiRT$ ; 

(H) RRh^k’ t 3#iRm ^ wt 
12 % 3T>4Rt Rrfa 

3lRl5f?T I 3lk ^ tRr 
3T^3rR^^Mkrt; 

(^) ^ jrf^frr 

(f^Rrwr) 3 tRtRrtt, 1956 
(1956 42) 3ft «M 2 % ^ 

(^T) 3 3^TT mR‘H|R< 1 JrfrT^fcPTf 

(^) t wft 

arRlRm, 1956 (1956 3>T 1) 
3ft £RT 224 % 3RfRr wft 5TCT 
Rr^ cftM4%3>3#tf?lt; 

(tit) ^l^dlMN U.4RQV t 
R3R#5f A t fat 
srfrl^frr ¥Ri3T (f¥^RR) 
srfaRm, 1956 (1956 33 42) 
offt «4RT 4 % 3Rffa 4R4rfT MR 

3ft ; 




[HPT II—3(ii) ] 


^TOT 'JBT : 3iW|^H.u| 


5 




(?t) {^} ?f^t ^rc' £ 

3rfW^m, 1956 ^ m 
79^ ^ zv-m (l) % 
w£tem ii 3 qR'mRrf 
{^fc} Ttar 

(81) ^ ^ f^RRff ^ 

37^^3Tf^?rt; 

(3) 3 wfo 

^rteRf ^ *TT 3RT ^ 
nfWH =h<r) % fcT^ 

ft^cT ^H6'iz 3WT 

fefiTC 3qM?T | I 

(2) ^ R^Rmf t ^fm 1 %tt -w 

rWT 3T^nf^T ^ ^ % 
3?«f ?jft # arftRm mo\ 
jrfrr^fcr ^f^r (ftftw) 
3rf^m, 1956 3M[ 
arfaRm, 1956, 3M, 

wRsrf^, 3^% f^Rft 
3Wf ^fT ^^Pl^RlRl # 
^feRRmf^TTTTTrt | 

3. ^r WrhT 3 smRfe ^ “fft 

^Trf cTPJ^ 

M I 

TO5 ^ 3T^ft jrf^M % 

srRte jtrm % wz 

3TT^ W ^1% TTcH^'^ 
5TO IJ^kwi ^Teft 
Wft, W3RT {^j 

?W % ft 4m % 
^^< u l 4, *FTCrffa Jlfrl^ft alk 
%£ (jRRffa^ sfc 
wm) wfeTfo 
faSffi, 2000 ^T 3TfqTcR 
^Tftl 
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WfTW {Tt^} 4. 

^g»#srn(t^W« 

feh'i) W 7T4^ 

f 


itm 

Mi^isnvt T3?ra#4 3 

^tes: t 44rit arftffaJT, 
1956 4ft ^TRI 794i m $4 
% 37^417 fm 
{^} qft?3&- 

(4;) qrf^rM 

O) 

4ft MftrT 4 * i 


fa?tatf<Kc*T 5. (1) wft 1956 qft qro 

794) 34-^141 (1) % ^ (4)) 

% 34^4 f4?fa 714^4 4lftfT 4*ft 
% yql'Ji'-il % fciy,, 4 >m41 
1956 4ft 4T4173 % 
3HWT 3 ^HM^T 3rf$i#?H % 
feni ^44T (4tf^T) ^ 34TO 
54R^|4T4> f^4 3 3T4^ 3 
44T fafafe y4^4)<>JT 
3m£fe#Th 

(2) qft TOT4 {vfc\ 

?fWt 44 frfa $4 

f^RT4f % f^R4 6 ftf 



[ 'HTH 11—3(ii)1 


: aTOTtfR 17 ! 


3T^TT3Tf % 371^ 

{fRil I 


dyekfehl ^ STO^PT 6 . 

{f^} $fcW<fl ftaff gjT 
f^Rfa 

( 1 ) 

rjrfM ^ w3rt {^} 
tRrt % ftpfa % qm# 

3, cR^ RTWT 3Tfa^H $ 
#RSfR^ % 1TO £RT 

3-i^)tea tor ^TTT 1 



^ R? fa T^rr RRRR ^T 
3R^ % fcH* Wft (5R) W 
5,1 <1 tfacH HlRd c t)<*il) Pl^H 
2001 % snfrr qsff 
■SR> WPT % RT^RT t RcRRf 
*ft 3TRFTFTT ^TT^TT 1 



^ ^ 3jk fa Ri|cj<fa ffafat 
m {qfc} trr 

fafRffi faR ^ RRTTRm f 
R3^q % RRT R#‘ #ft 1 


( 2 ) 

mwn {^} sfaq^t % f^nftr 
% Srfa R^3f?R ^T 
^^R^SKrftRTT^TT 1 


( 3 ) 

9PR3FT {R^} $fa^t % fafa 
% faR ^facR, RRRR % RTfTrT 
fa*t ^ ^ RfafS t RR? RRT 
^ 3RrRrqi cwciiqRr % Rim, 
ftfafTRqqRTT 1 


( 4 ) 

r^rr qifar rr^ % yqfaqi % 

fcTR, odlUsHMeb fR^RTT 3 

3RPJrft 3 RRT faftRfe 
JR^tWT 3T?TRfe 1 
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{Fte} jfcw J 7. 


(1) 5PT5RT 5 Ml ^ 

(X 3ffrR 

^ % 4tm steft 

Xm 3tfmr % 

TTMlfl^ w f^FT 
■3^T^T 

(X) ^ppm % ^pfarff ^ 

M % 4tr 5 (Ml 

Xllf 3>t 3tfrFr ^rmt’ % 

•Himif^et) 3^ ?RT £FT 

^^ch{UI :- 

w Jpqfarc % fens; 
ci#@r" ^ m wnfra - arf^rr t 
^ 3^r <nto % #tt far Tjpfo $ 
Xncrof % tttwt 
tern stMth fefFTT w 
1 ^rqpft 3#rf^m wj 79^ 
^T-«TFT (1) % ^ (X % 
ftafERf % 3T^TR I 

^ ^ 3Tte WB 

y>w#3r 3 Tpta; t, fSf»5 ^ 

rll'O<3 %3cT TST^i 
H+H^l 3 3RT%T f, rR 3TT 
3 eft JTHT 

WFhlT I 


( 2 ) 



HTOT ^iT Tnm : 



(3) ^ 3 

«.!<*> T3^T^3f *f dc^d t, 1R 

^ ?nfta % 

^falR ojNlRifi S^RtR t 
*\ T7HT ^TT I 


(4) i\7R Ht T\i drtter 4 

3Rjf$R Rjff f, cR ^l J ll4i 
“HIHlR'fc Aei'H 3>t TNT c* 0Hcf 
RRT^IT^IT I 

^f^chRnjfrfRRT^fchH 8. (1) 3Tf¥^R, 1956 ms 

793> 4 (1) % 

■^faR-ui II 3 3frclflS?T 
^fqfrr oatercf ^r ^mT^TcPT 
WRtf ^ ^T 3M 

3RT ^-TTf^frr 35T TJW3R 
H*fd ^<t>«hll SKI f^RT '3ll4 4 TI I 


( 2 ) 


( 3 ) 


fc^K ^ f^W m 
^ wref ^r wfrn, 
^ cf? ssik % <m mft 

% TO 3RRT 3RT 

«tr fi; 

I 


*T% te&R 

TT^J^Z t URTTO arf^TCM 
^TT sftte mfx\ RjT 


*£cRRR 3T2RT 3RT Jjc^- 
RfWR ^TTR im % 
3RJHR$ I 


?fofill <w^H 


9. 


(1) ^ {^} 

Tk-^RR JlfrRRT % feR fa#R 
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STffcte WEIRUI 
WTOTORT 


•q^ feich^ 
3Tftjchd^ tflm 


Ft# t, jrf#^ 3# 

wft #TM # 

PlHfaRdd #* feFTT ^TT:- 


(^) ^TFT jrf#^ 3wft 

w fFte srcrwfN arrfkr 

#faT t, <karr 

TTH^f % 3FpTR TO# % 

cicUH^ # ^ 'dNI v3i|#j|| ; TRT^T 

(3sT) v d?5l Ids (“F) cil^ df?T I?, F# 

ftm br f^rr wfrn 
ifR^t # w OTkm i 


10 . 


11 . 


mwn {^z} % ftrfa 

% TOTcl TTTWT #, 

Pi^ld) TkrWTOFf % TfW, 

^t mm* 

T#ft f% em^RT {T#z} $(W1 

Thzrff ^t krfa f#Rmf % 

37^TR rT«TT 9W5RT {*fc} 

sfM ?kkf % Rpfa ^t 

SnRl'fd ^T# ^ ^OTT HfRd 

d'hcM % ^I^tlK f#)"HI J ld( ^ I 


f##f#rf 9W5RT {T#Z} Ff^t 
Tkkf ^t OTft 3iWm, 
1956 3# «TKT3ff 198, 309, 
310, 311 w 387 % JTqknf 
% fcT^ 3T^^)kr HlfwlRld) ^T 
WW^ Jfl#t ^ft 



(i) 9W3RT {^z} Tkn: 



[HR II—^srrg3(n)] 


HTR Trarra : SRnWRl 
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Mft Pl^l<h W jfttJRi qft 
rTSTT, 

(ii) t ^h-R^ yfHd % fere; 
ftjfftrl fM mt £, *ft STTftcl 
RiT *i^T <ftRT I? f% 
-^m im tth^' % arprc 
% r^d'TO 3 ir\ ^T 
^Jrrr# I 


5PT3RT {^} ffteft 12. (1) 

itm f TOTT (elfaFj-^R) 


srereRi {^} sMreft #qr 
spM Rft reM t ftfa rr? Rft 
^TeTraf^r % fere; ^ I 


(2) RKrffa TrfrT^fcT 3lk ftfM 

(wfl#l afk f^rera W°T) 
tern, 2000, RScTT 
W Wfifaft % 3RT^H Rft 
WHT % MM % 3T^HK 

MdM fM R7 eTT^M M 
4M MdM f^pfiT RRcft t 
WTR. fa M W5RT 
{R^} Mftcf RR eft 

?ftl 


^fi^Fmr 13. 


3Tf^4 J JU|l u l «hl 14. 


#M URT MM 
sirrrr {^z} 

^ffasreRre % fere; rtr ?0ft 
Mer Rft M Mr ^r ft f4-reft 
%3T^RKSt I 

strrfr { t ^ z } sfa^t Mff rr 
Rft£ Mr rMr yf^ft M 
Mirr M (fM rr Mr 
Mr M MmreR) ft Mr, 
1997 % Mr % srMfR Mt 
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UTUTTUI GiyUdllf 


^nZTrTT^ 


15. (1) ^PlfNd fa - 

i) % fay, ^I'Hl 

% faWT 3 ^frm 

h^Nroi mffiz #1 # w^\ 
aifafam, 1956 *TKT 793> 
B^T-^TTO ( 1 ) % T 3 Z (X) 
Wm 5 % (l) % 

t1 


(^) fafam 10 % 3 t#t w arifaw 

cfn jpwm 

ifcmmf % hot 3tf$r^R 
3mjwfrn i 

fa) 9W3RT {^} sfar^t % 

fafo? % TM fatf % ^ftcR, 
WJim TSfa W#4 Zfft 

(i) {^3} sfa^ft itmf 

(ii) f^PET ^ {^} 






[MFTII—15^ 3(ii)] 


HTW TF5m : araiTO 


13 


WflfafcUfl* ftaciim 


im f&t 


(iii) ?rrrt {^} sfWt tIW # 

WWR ^ fcT wr; 

(iv) ^ fwt 

9RRR- {^} fftl 

t; afa, 

(V) TORT {^) $fWt % fRfa 
% ^TRT^cRTT ^ ^5ft m^RT 
rTSTT 3 ^I Fft 

■qf^rfpff 


^ ^ I 

16. ^ti, f¥« % 3T#T 

^T 37^TcR TOt 3 
*?% tw ^5t ^mddl 
3WT Wife % JJdMRR 

*TT 3ft '^Md ¥^R) 

cTr'KcTT 3>T Midi 3Rft ^ 3lU4id 
'<$•} *R, 4 c hcbK % RddlH) 
rtl JTf^frT 3ik iti 
(Rf? fefiR) f^m, 1992 % 
frST«TCf % 3T^TR 33$^ ^ 
3R H^ J ll I 
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mz rmv 


vnf^ q T sftr' qfsE sn 


^tt 17. (l) 

yifer 


sfe 3 3F45fT ST7T 

5TTO '3lM«hl , 0 I f7, c b L l41 3)t 
«rfNf R 3RT TRT 

TOWt toT » 

37 ^ vrwq {^z} 4 

jrfpRT ^ M % 

TT^IcH ?mT WR «T 

3F^RT ^TRT ^TlftrT 3T7 

Pl'4 ) c K1 cfKc) ip[ I 

^ ^TF f% ^RT foffew 
SRR 3T^MT ^T~ftRRR (2) 3 
JrM % ftRFT 
RfRT^TT I 


(2) 3^-f¥^R (1) # ftfcfe TR^R 

PlHfaR^t, 3T^:- 

(^) 37Wrf^7T TOT fa ^TT 

qRRqftqf t # fa# ^tRrt wt 
fafafa R t fa# 3M 
TRSfa ^[# fa#f Rfa# ^T 

3evfaT 5># 3>T ## °HI ^#; 



[MTT11— 7g^3(ii)] 


■HTOT : sramR 17 ! 


15 


(U) RlPm % f%tft SeePIn 

f$l$P4d 3FT ^n, 

fM t W<\, 3T?M 


(3) (i) % 3 t#t ^Tfer 

3TT2tTT wMrT, 3M 

371 f^FTT % f^Tir 

Offerer stw spsfrefi srterft 
% fere; reqfcr inten; ark 
3TT^7T ^ 3rf%|ilHlf^M sfrt 
f^f ^ *R, ^Tf^T 

Wm 18 # 3#^tfn?r ^?f5!T 

Pi'Hi'f % fere; 3M& irhir i 


18. (l) 3n*N> f^rereft ^r?t 

^T^fer M?jre 3i?ire ^ 3 tktt 

17 % areffa 

^t ^rfezr, Mstfre am 3F#^ 
arfwft % tto arreft 3#nSTT 
^T ftwi 3 7# *lf$qf, 

elisll rFJT 3RT citcll^^'f ^?T 
chi'll 3fti 37t ^ ftw rf^TT 
'JlH'hlfl 3 tTT $1 J II ^ill -JcKI 

3Ttelff f^ffereT W 

% y^NnT ^ ^ref^re i 


(2) (l) % wtjf <$ 

^rrew m jrfrPfeT jnre? st^ 
to, ^T^rf^T- 

(^>) frftsreT 3^7^ siteifl 
ft%re 3 t^ut % 
3t41'3h'I % fere; ^f^ei^Ki ^ 
3T^%?T 3ih 41 3rf^R83T 3M^T 
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fWf 

m SRT ^TT^ff (^rt 
m t # 3M 

ef)Wid< 3 # 3^T falft 3PT 
^ff Ff Ff) Ffte-n =h<^ % fciu. 



(^) ^ 3M 3T^F5 

^ $Eft ^fNf, 

?mT 3Tfo^af Fft jrffof 
«MI^IT 4 IPT 3, 

frftSFF ^T ^ ipTFcT t‘ 

3TsmT, wfMrT, 3^ 3H% 
3FF2J3I ffew ^ ^ 3^ 
^TT; 


(TT) $Eft UFlFdl ^TT HFFft ^TT ^ 
M^TJT 3T2RT % IR^T 

3 3T^TF Ft 3ffc ^ MSFF 
3^3T^TJT^^FfF>3lMcblfl 

^TT oit 3rfteO- SRT FFft 

FIFt I 


(3) M$PF 3T2^T 3T^TO Sltertt 

% wMw 3 w^t % 

FFtoF % fair, ^ yfem 

FHt; 

(Fi) FTt HHH EFJT FTf^R 

FvCFt F>t; 

(T3) IR£ sqf^Rf, ^ % 

M wftm, Em 

3fff ■qfl^Tr 

rW[ wi feff 



[•mil— 3(ii)] 


mt i w srmmr 


srf^lfctRan 3)t I 

19. (l) Mst&t 3mr arterfi, 

f^m ^ 

^ WKf\ ^TTrT rf^Tf w 
qRRaiM Ft f^K ^ % 
^ ^ fsjf 

F^TT I 


( 2 ) 


f^TT^STlft 'Hfft'sfhtf 20. 
**>) 


^r-RrRm (l) % fW 
srRd Ft, x^tfi 

^ Fvt *f%FT ^ FF 
rT4T jrf^frr 
FF3TK % 'fafff T\ tot m$ I 

Flsf Sf^jfcT <HMK % ftcll F FFT 
ffW ^ ^ % ar^ 
siterc Ft fftf ^ 
ta ftrttf 3rf¥^w 4 fkt 24 
OTft arftRm, 1956 
FTtT 621 % 3F#F 31TFtTte 

t F%FT ^ F? Wf$, 


(3>) tro f^tft ftfk 

flfcT 3 jrfrt^W if 3th F 
Fit^ FiT Rr^FT FFT; 

(tar) *Ff%F ^ ff ■RiRrrt 

3OT f%tft 3FF RfRt FT 
frftFFf % 3FF«ff % 3rfrRRF 
3 3Tf^fcT 9TOF {t^} ^f^t- 
ffatf F$t 3M PtPffBn 
ff Rt^ti %ft m , 


'. r - 1t -/< yi -/ a ^_- 5 
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(IT) 64fart4! fat, srfrl^fa ^F5fK 

fa ^ vsti 3 jrfafas TOT; 

(fa 3T^?T ^ fa JTW ffafat 
srfenfaf ^ ^ am 3 
W5\Q % ffafarr fair; 

(fa fa^ffat fat 9W3F4 {^) 

fa fafir fak xzm mfa fa 

3rm^ 4)A^r 

i 


appfgft 

Tfk^ffa afar fcrffarpr fat^ 

(SPtFSRT {*fe} ffakn) ffaffafPT, 2002 

f fafa^TH 6(4) fa 3T*fk ] 


^tct (fatftrfa fa ^rn^n^H^h fawr fak 9 tw*t {pfe} fa^ft fa ffafm fa 3^fatm faj 
wi arf^TR 4 ^ifai ffafa fa fm; ywiffad farm 4, ofaf fa ttft, 
^Mfaferl ^H-*l(l 3frrf^fe fafa :- 

fa) 9W3PT {^} fa ^ fa ffafaffa^ ffafa ^ ^ fafaf fat fa^ I 
fa cbwfal fa fatfa fat 4l^«IMH fal^d I 

fa) ^falfad ffafte / ^r4fad fa 3TTOK fa TTP4 ^ fa STO fafa ^tfa 
fafafa 37terfa ^T rHfafal 64^K-^R ^ 3m 37^T ^ fafapfa I 

fa mtmkfa aw ffafasrfaf 3iw faifafaf fa wi f^Frfat srm^t {fatfa fafajfa 
fam ffafffar ffafa ^rfat fak fafat fa ttw aw faifa i 


fa erwfa^fafa fa^faffaTT^ta^^irfrTO i 




RfarT f^RT TT {#?} ^R PofRld #f I 


3) Rlftsfe *R 3$&m #RT, Rft Ff, ^f ?RTTRT {T^T} 

% MRR £RT SRlfaff I 

^r) w strtc $r w fa #RRft ^ srt w RiPifcfM ^t ^ftfarf % sr^r i 

?T) yfcT^W % ftifa % 3T^RW 3 SRRf^fk RHRif / HR#R T^ER: 
TOR £RT ftftfae RTR$f ^ 3R£RR Rfe#m fa^IT ^ 3TTTT TJfRT TRRfa 
(Sfac^F 3#T[) jrf^ *t*R | 

[W TT. VIsfo^/fafV/22/02/18523 ] 

RT^t ^TEf 3 T«tf^ 

SECURITIES AND EXCHANGE BOARD OF INDIA 
NOTIFICATION 
Mumbai, the 24th September, 2002 
Securities and Exchange Board of India 
(Issue of Sweat Equity) Regulations, 2002 

S.0. 1031(E).— In exercise of the powers conferred by section 30 of the 
Securities and Exchange Board of.India Act, 1992 (15 of 1992) read with clause 
(d) of sub-section (1) of Section 79A of the Companies Act, 1956 (1 of 1956) as 
inserted by Companies (Amendment) Act, 1999 (1 of 1999), the Board, hereby, 
makes the following regulations, namely :- 

CHAPTER I 
PRELIMINARY 

Short title and commencement. 1. (a) These regulations shall be called the 

Securities and Exchange Board of 
India ( Issue of Sweat Equity) 
Regulations, 2002. 

(b) These regulations shall come into force 
on the date of their publication in the 
Official Gazette. 


Definitions. 


2. (1) In these regulations, unless the context 
otherwise requires 
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(a) 'Act' means the Securities and 
Exchange Board of India Act, 1992 ; 

(b) ‘associate’ includes a person, 

(i) who directly or indirectly by 
himself or in combination with 
relatives, exercises control 
over the company; or, 

(ii) whose employee, officer or 
director is also a director, 
officer or employee of 
another company; 

(c) ‘Board’ means the Board as defined 
in clause (a) of sub-section (1) of 
section 2 of the Act; 

(d) ‘control’ shall include the right to 
appoint majority of the directors or 
to control the management or policy 
decisions exercisable by a person or 
persons acting individually or in 
concert, directly or indirectly, 
including by virtue of their 
shareholding or management rights 
or shareholders or voting 
agreements or in any other manner; 

(e) ‘company’ means a company as 
defined in the Companies Act, 1956; 

(f) ‘director’ means, a director as 
defined in sub-section (13) of 
section 2 of the Companies Act, 
1956 ; 

(g) ‘employee’ means ; 



[HFTH—T5R5 3(ii)] 


'HTOt ^iT : JfTOWR 15 ! 


21 


(i) a permanent employee of the 
company working in India or 
abroad or 

(ii) a director of the company, 
whether a whole time director or 
not. 

(h) ‘ESOS’ means an Employees Stock 
Option Scheme as defined in 
Securities and Exchange Board of 
India (Employees Stock Option 
Scheme and Employees Stock 
Purchase Scheme) Guidelines, 
1999 ; 

(i) ‘insider’ means an insider as defined 
in clause (e) of regulation 2 of 
Securities and Exchange Board of 
India (Prohibition of Insider Trading) 
Regulations, 1992 ; 

(j) ‘merchant banker’ means a 
merchant banker registered under 
section 12 of the Act; 

(k) ‘promoter’ means promoter as 
defined in clause (h) of sub¬ 
regulation (1) of regulation 2 of the 
Securities and Exchange Board of 
India (Substantial Acquisition of 
shares and Takeovers) Regulations, 
1997 ; 

(l) ‘registrar’ means a registrar to an 
issue and includes a share transfer 
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agent registered under section 12 of 
the Act; 

(m) ‘securities’ means securities as 
defined in clause (h) of section 2 of 
the Securities Contracts 
(Regulation) Act, 1956 (42 of 1956) ; 

(n) ‘statutory auditor’ means an auditor 
appointed by a company under 
section 224 of the Companies Act 
1956 (1 of 1956) ; 

(o) ‘Recognised Stock Exchange’ 
means a stock exchange which has 
been granted recognition under 
section 4 of the Securities Contracts 
(Regulation) Act, 1956 (42 of 1956); 

(p) ‘sweat equity shares’ means sweat 
equity shares as defined in 
Explanation II of Sub-section (1) of 
Section 79A of the Companies Act, 
1956 ; 

(q) “Schedule” means a schedule to 
these Regulations ; 

(r) ‘valuer’ means a Chartered 
Accountant or a merchant banker 
appointed to determine the value of 
the intellectual property rights or 
other value addition ; 


(2) Words and expressions not defined in these 
regulations shall have the same meaning as 
have been assigned to them under the Act or 
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the Securities Contracts (Regulatic il Act, 
1956 or the Companies Act, 1956, or a.' 1 
statutory modification or re-enactment thereof, 
as the case may be. 

Applicability. 3. Nothing contained in these regulations shall 

apply to an unlisted company. 

Provided the unlisted company coming out with 
initial public offering and seeking listing of its 
securities on the stock exchange, pursuant to 
issue of sweat equity shares, shall comply with 
the Securities and Exchange Board of India 
(Disclosure and Investor Protection) 
Guidelines, 2000. 

CHAPTER II 

ISSUE OF SWEAT EQUITY BY A LISTED COMPANY 

Sweat equity shares may 4. A company whose equity shares are listed on a 
be issued to employee, recognised stock exchange may issue sweat 

promoter. equity shares in accordance with Section 79A 

of Companies Act, 1956 and these 
Regulations to its- 

(a) Employees 

(b) Directors 

Special Resolution. 5. (1)For the purposes of passing a special 

resolution under clause (a) of sub-section (1) of 
section 79A of the Companies Act, 1956 the 
explanatory statement to be annexed to the 



24 


THE GAZETTE OF INDIA : EXTRAORDINARY 


[Part II —Sec. 3(ii)l 


Issue of Sweat Equity 
Shares to Promotors. 


Pricing of Sweat Equity 
Shares. 


notice for the general meeting pursuant to 
section 173 of the Companies Act, 1956 shall 
contain disclosures as specified in the 
Schedule. 

(2) The issue of sweat equity shares to promoters 
shall be subject to the requirements specified 
in Regulation 6 of these Regulations. 

6. (1) In case of issue of sweat equity shares to 

promoters, the same shall also be approved by 
simple majority of the shareholders in General 
Meeting. 

Provided that for passing such resolution, 
voting through postal ballot as specified under 
Companies (Passing of the resolution by 
Postal Ballot) Rules 2001 shall also be 
adopted. 

Provided further that the promoters to whom 
such Sweat Equity Shares are proposed to be 
issued shall not participate in such resolution. 

(2) Each transaction of issue of Sweat Equity shall 
be voted by a separate resolution. 

(3) The resolution for issue of Sweat Equity 

shall be valid for a period of not more than 
twelve months from the date of passing of the 
resolution. 

(4) For the purposes of passing the resolution, the 
explanatory statement shall contain the 
disclosures as specified in the Schedule. 

7. (1) The price of sweat equity shares shall not be 

less than the higher of the following 
(a) The average of the weekly high and low of 
the closing prices of the related equity 
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shares during last six months preceding 
the relevant date; or 

(b) The average of the weekly high and low of 
the closing prices of the related equity 
shares during the two weeks preceding the 
relevant date. 


Explanation :- 

“relevant date” for this purpose means the date 
which is thirty days prior to the date on which 
the meeting of the General Body of the 
shareholders is convened, in terms of clause 
(a) of sub-section (1) of section 79A of the 
Companies Act. 

(2) If the shares are listed on more than one stock 
exchange, but quoted only on one stock 
exchange on the given date, then the price on 
that stock exchange shall be considered. 

(3) If the share price is quoted on more than one 
stock exchange, then the stock exchange 
where there is highest trading volume during 
that date shall be considered. 


(4) If shares are not quoted on the given date, 
then the share price on the next trading day 
shall be considered. 


Valuation of Intellectual 
Property. 


&*%t£>iT{aSL- 



8.(1) The valuation of the intellectual property rights 
or of the know-how provided or other value 
addition mentioned in Explanation II of sub¬ 
section (1) of Section 79A of the Companies 
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Accounting Treatment. 


Placing of Auditors 
Certificate Eefore 
Annual General 
Meeting. 


Act, 1956 shall be carried out by a merchant 
banker. 

(2) The merchant banker may consult such 
experts and valuers, as he may deem fit having 
regard to the nature of the industry and the 
nature of the property or other value addition. 

(3) The merchant banker shall obtain a certificate 
from an independent Chartered Accountant 
that the valuation of the intellectual property or 
other value addition is in accordance with the 
relevant accounting'standards. 

9. (1) Where the sweat equity shares are issued for a 

non - cash consideration, such non-cash 
consideration shall be treated in the following 
manner in the books of account of the 
company 

(a) where the non-cash consideration takes 
the form of a depreciable or amortizable 
asset, it shall be carried to the balance 
sheet of the company in accordance with 
the relevant accounting standards; or 

(b) where clause (a) is not applicable, it shall 
be expensed as provided in the relevant 
accounting standards. 

10. In the general meeting subsequent to the 
issue of sweat equity, the Board of Directors 
shall place before the shareholders, a 
certificate from the auditors of the company 
that the issue of sweat equity shares has been 
made in accordance with the Regulations and 
in accordance with the resolution passed by 





the company authorizing the issue of such 
Sweat Equity Shares. 


The amount of Sweat Equity shares issued 
shall be treated as part of managerial 
remuneration for the purposes of sections 198, 
309, 310, 311 and 387 of the Companies Act, 
1956 if the following conditions are fulfilled : 

(i) the Sweat Equity shares are issued to 
any director or manager; and, 

(ii) they are issued for non-cash 
consideration, which does not take the 
form of an asset which can be carried to 
the balance sheet of the company in 
accordance with the relevant accounting 
standards. 

Lock-In of sweat equity shared. 12. (1)The Sweat Equity shares shall be 

locked in for a period of three years from 
the date of allotment. 

(2) The Securities and Exchange Board of 
India (Disclosure and Investor 
Protection) Guidelines, 2000, on public 
issue In terms of lock-in and 
computation of promoters’ contribution 
shall apply if a company makes a public 
issue after it has issued sweat equity. 

Listing. 13. The Sweat Equity issued by a listed 

company shall be eligible for listing only 
if such issue are in accordance with 
these regulations. 

“5 H&t L / 0 2-5 


Ceiling on Managerial 11. 
Remuneration. 
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Applicability of Takeover. 14. Any acquisition of Sweat Equity Shares 

shall be subject to the provision of 
Securities and Exchange Board of India 
(Substantial Acquisition of Shares and 
Takeovers) Regulations, 1997. 

CHAPTER III 

GENERAL OBLIGATIONS 

Obligations of the Company. 15. (1)The company shall ensure that - 

(a) The Explanatory Statement to the 
notice for general meeting shall 
contain certain disclosures as are 
specified under clause (b) of Sub¬ 
section (1) of Section 79A of the 
Companies Act, 1956 and sub¬ 
regulation (1) of Regulation 5. 

(b) Auditor's certificate as required 
under Regulation 10 shall be 
placed in the general meeting of 
shareholders. 

(c) The company shall within seven 
days of the issue of sweat equity, 
issue or send statement to the 
recognized stock exchange, 
disclosing : 

(i) number of sweat equity 
shares; 

(ii) price at which the sweat 
equity shares are issued ; 

(iii) total amount invested in 
sweat equity shares ; 
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(iv) details of the persons to 
whom sweat equity shares 
are issued; and, 

(v) the consequent changes in 
the capital structure and 
the shareholding pattern 
after and before the issue 
of sweat equity. 

Action against intermediaries. 16. The Board may, on failure of the 

merchant banker to comply with the 
obligations under these regulations or 
failing to observe due diligence in 
respect of valuation of intellectual 
property or value addition, initiate action 
against the merchant banker in terms of 
Securities and Exchange Board of India 
(Merchant Bankers) Regulations, 1992. 

CHAPTER IV 

PENALTIES AND PROCEDURE 

Power of the Board to order 17. (1)The Board may, suo-motu or upon 
inspection or Investigation. information received by it, cause an 

inspection to be made of the books of 
account or other books and papers of 
any company or an investigation to be 
made in respect of the conduct and 
affairs of any person associated with the 
process of Sweat Equity, by appointing 
an officer of the Board. 
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Provided that no such inspection or 
investigation shall be made except for 
the purposes specified in sub- 
regulation^). 

(2) The purposes referred to in sub¬ 
regulation (1) are the following, namely:- 

(a) to ascertain whether there are 
any circumstances which would 
render any person guilty of 
having contravened any of these 
regulations or any directions 
issued thereunder; 

(b) to investigate into any complaint 
of any contravention of the 
regulation, received from any 
investor, or any other person; 

(3) An order passed under the sub¬ 

regulation (1) shall be sufficient authority 
for the Inspecting or Investigating Officer 
to undertake the inspection or 

investigation, as the case may be and 
on production of an authenticated copy 
of the order, the person concerned shall 
be bound to carry out the duty imposed 
in Regulation 18. 

Duty to produce records, etc. 18. (1) It shall be the duty of every person in 

respect of whom an inspection or 
investigation has been ordered under 
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regulation 17, to produce before the 
inspecting or the investigating Officer 
such book, accounts and other 
documents in his custody or control and 
furnish him with such statements and 
information as the said officer may 
require from the purposes of the 
inspection or investigation. 

(2) Without prejudice to the generality of the 
provisions of sub-regulation (1), such 
person shall - 

(a) extend to the Inspecting or 
Investigating Officer reasonable 
facilities for examining any books, 
accounts and other documents in 
his custody or control (whether 
kept manually or in computer or 
in any other form) reasonably 
required for the purposes of the 
inspection or investigation; 

(b) provide such Inspecting or 
Investigating Officer copies of 
such books, accounts and 
records which, in opinion of the 
Officer, are relevant to the 
inspection or investigation or, as 
the case may be, allow him to 
take out computer printouts 
thereof. 
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(c) provide such assistance and co¬ 
operation as may be required in 
connection with the inspection or 
investigation and furnish 
information relevant to such 
inspection or investigation as 
may be sought by such officer. 

(3) The Inspecting or Investigating Officer 
shall for the purpose of inspection or 
investigation, have the full powers; 

(a) of summoning and enforcing the 
attendance of persons; 

(b) to examine orally and to record 
on oath the statement of the 
persons concerned, any director, 
partner, member or employee of 
such person. 

Submission of Report to the 
Board. 


(2) On the receipt of report under sub¬ 
regulation (1), the Board may initiate 
such action as it may be deemed fit to 
do in the interests of investors and the 
securities market. 


19(1) The Inspecting or Investigating Officer 
shall, on completion of the inspection or 
Investigation after taking into account all 
relevant facts and circumstances, 
submit a report to the Board. 
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Power of the Board to issue 20. The Board may in the interests of *he 
directions. securities market and without prejudio 

to its right to initiate action including 

criminal prosecution under section 24 of 

the Act or Section 621 of Companies 

Act, 1956 give such directions as it 
deems fit including: - 

(a) 

directing the person concerned 

not to further deal in securities in 

any particular manner; 

(b) 

directing the person concerned to 

sell or divest the sweat equity 

shares acquired in violation of the 
provisions of these Regulations 
or any other law or regulations; 

(c) 

prohibiting the persons 

concerned, from accessing the 

securities market; 

(d) 

directing the disgorgement of any 
ill-gotten gains or profit or 

avoidance of loss. 

(e) 

restraining the company from 

making a further offer for sweat 

equity. 
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SECURITIES AND EXCHANGE BOARD OF INDIA 

(Issue of Sweat Equity) Regulations, 2002 


SCHEDULE 


[Under Regulation 6(4)] 

The explanatory statement to the notice and the resolution proposed to be 

passed in the general meeting for approving the issuance of sweat equity shall, 

inter alia, contain the following information : - 

a) The total number of shares to be issued as sweat equity. 

b) The current market price of the shares of the company. 

c) The value of the intellectual property rights or technical know how or other 
value addition to be received from the employee or director along with the 
valuation report / basis of valuation. 

d) The names of the employees or directors or promoters to whom the sweat 
equity shares shall be issued and their relationship with the company. 

e) The consideration to be paid for the sweat equity. 

f) The price at which the sweat equity shares shall be issued. 

g) Ceiling on managerial remuneration, if any, which will be affected by 
issuance of such sweat equity. 

h) A statement to the effect that the company shall conform to the accounting 
policies as specified by the Board. 

i) Diluted Earning Per Share pursuant to the issue of securities to be 
calculated in accordance with International Accounting Standards / 
standards specified by the Institute of Chartered Accountants of India. 

|F. No SEBI/LE/22/02/1852.1] 
G N BAJPAI. Chairman 
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